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SUBJECT: CIV AIR: DISPUTE WITH PERU 

REE: STATE 039617 

1 . PER PARA 5 REFTEL, CAB WILL ISSUE PRESS RELEASE TOGETH- 
ER WITH SHOW CAUSE ORDER, 1 100 EST, EEBRUARY 24, 1975. TEXT 
OF PRESS RELEASE FOLLOWS: 

"THE CIVIL AERONAUTICS BOARD TODAY DIRECTED INTERESTED 
PERSONS TO SHOW CAUSE WHY IT SHOULD NOT CANCEL THE FOREIGN 
AIR CARRIER PERMIT HELD BY THE PERUVIAN AIRLINE, AEROPERU 
(EMPRESA DE TRANSPORTES AERO DE PERU). 

"UNDER THE SHOW CAUSE PROCEDURES BEING USED, INTERESTED 
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PARTIES HAVE UNTIL MARCH 17 TO FILE OBJECTIONS TO THE IS- 
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SUANCE OF AN ORDER WHICH WOULD MAKE FINAL THE TENTATIVE 
EINDINGS AND CONCLUSIONS MADE IN TODAY'S ORDER. 

"THE BOARD SAID THE UNDERLYING EOUNDATION FOR THE GRANT OE 
A EOREIGN AIR CARRIER PERMIT TO AEROPERU RESTS ON THE AD- 
HERENCE BY PERU TO THE TERMS OF THE UNITED STATES-PERU 
BILATERAL AIR TRANSPORT AGREEMENT, AND SINCE PERU HAS 

DENIED UNILATERALLY THOSE RIGHTS TO THE U.S. CARRIER 
DESIGNATED UNDER THE AGREEMENT, BRANIFF AIRWAYS, THE BOARD 
EOUND THAT THE EOUNDATION EOR THE GRANT OE A PERMIT TO 
AEROPERU NO LONGER EXISTS. THE BOARD THEREFORE TENTATIVE- 
LY EOUND IN ITS SHOW CAUSE ORDER THAT CANCELLATION OE 
AEROPERU'S PERMIT WOULD BE IN THE PUBLIC INTEREST. 

"AEROPERU'S PERMIT ENABLES IT TO CARRY PASSENGERS, 

CARGO AND MAIL OVER A ROUTE BETWEEN (I) POINTS IN PERU; 

THE INTERMEDIATE POINTS GUAYAQUIL AND QUITO, ECUADOR; 
BOGOTA AND CALI, COLOMBIA; PANAMA CITY, PANAMA; CARACAS, 
VENEZUELA, AND MIAMI, FLORIDA, AND THE TERMINAL POINT 
MONTREAL, CANADA; AND (2) POINTS IN PERU; THE INTERMEDIATE 
POINTS GUAYAQUIL, ECUADOR, AND MEXICO CITY, AND THE 
TERMINAL POINT LOS ANGELES, CALIFORNIA. AEROPERU ALSO 
CAN OPERATE CHARTER TRIPS AND CAN OPERATE TO THE UNITED 
STATES WITH AS MANY ELIGHTS AND WHATEVER COMBINATION 
OF NAMED INTERMEDIATE POINTS IT DESIRES AND USING WHAT- 
EVER TYPE OE AIRCRAET IT CHOOSES. 

"IN THE OPERATING PERMITS ISSUED BRANIEE BY THE GOVERNMENT 
OF PERU THE SCHEDULED SERVICES AUTHORIZED ARE BETWEEN 
SPECIEIED POINTS IN THE UNITED STATES AND LIMA, BY WAY OF 
NAMED INTERMEDIATE POINTS, AND BEYOND LIMA TO NAMED 
POINTS. THE PERMITS SPECIFY THE NUMBER OF FLIGHTS, ITIN- 
ERARIES AND TYPE OF EQUIPMENT. BRANIFE ALSO MUST OBTAIN 
PRIOR APPROVAL PROM PERU'S AERONAUTICAL AUTHORITIES BEPORE 
IT CAN MAKE ANY CHANGES IN ITS OPERATIONS. 

"BRANIFP'S OPERATING PERMIT TO PERU WAS TO EXPIRE IN 
JUNE, 1975 BUT IN APRIL, 1 974, THE GOVERNMENT OP PERU CAN- 
CELED THE BRANIEE PERMIT UNDER A DECREE THAT PROVIDED 
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EOR THE CANCELLATION OP ALL OPERATING PERMITS WHOSE TERMS 
HAD RUN LONGER THAN THREE YEARS. PERUVIAN AUTHORITIES 
TOLD BRANIEE THAT RENEWAL OP ITS PERMIT WAS CONTINGENT 
ON THE EXISTENCE OF "REAL RECIPROCITY" WHICH THEY DEFINED 
AS THE SAME NUMBER OP PLIGHTS BEING OPERATED BY THE U.S. 
CARRIER AND AEROPERU. IN THE EVENT THAT DID NOT EXIST, 

THE PERMIT RENEWAL WAS CONTINGENT ON THE U.S. CARRIER 
PROVIDING "EFPECTIVE COMPENSATION," EITHER IN THE PORM OP 
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PAYMENTS OF 20 PERCENT OF BRANIFF'S RECEIPTS ON CERTAIN 
ROUTE SECTORS OR IN THE FORM OF TECHNICAL OR OTHER 
ASSISTANCE. 

"A BRANIFF REQUEST IN MAY, 1974 FOR TWO ADDITIONAL FLIGHTS 
TO PERU WAS TURNED DOWN BY THAT GOVERNMENT AND IN OCTOBER, 

THE GOVERNMENT OF PERU ISSUED BRANIFF A NEW PERMIT- 
SCHEDULED TO EXPIRE FEBRUARY 28, 1975, WHICH REDUCED THE 
NUMBER OF FLIGHTS WHICH BRANIFF COULD OPERATE BETWEEN THE 
UNITED STATES AND PERU AND BEYOND. BRANIFF ALSO MUST 
FOLLOW A PRESCRIBED ITINERARY ON THE REMAINING FLIGHTS. 

"IN SUBSEQUENT CONSULTATIONS WITH REPRESENTATIVES OF 
THE PERUVIAN GOVERNMENT, REPRESENTATIVES OF THE U.S. MADE 
CLEAR THAT PERU'S UNILATERALLY IMPOSED RESTRICTIONS 
WERE A VIOLATION OF THE BILATERAL AGREEMENT. MEANWHILE, 
STARTING FEBRUARY I, BRANIFF CONDUCTED ITS REDUCED 
OPERATIONS UNDER THE TERMS OF ITS NEW PERMIT, BUT THE 
U.S. POINTED OUT THAT BRANIFF WAS CONTINUING ITS SERVICES 
ONLY TO MINIMIZE THE IMPACT ON THE TRAVELING PUBLIC AND 
THAT ITS ACTIONS DID NOT CONSTITUTE ACCEPTANCE BY THE 
UNITED STATES OF THE ACTIONS TAKEN BY THE GOVERNMENT OF 
PERU. 

"THE BOARD SAID PERU HAS DENIED BRANIFF ITS LAWFUL RIGHTS 
UNDER THE BILATERAL AGREEMENT AND THE CAB THEREFORE FINDS 
THAT THE FOUNDATION FOR GRANTING AEROPERU A PERMIT NO 
LONGER EXISTS. ' 

2. EMBASSY MAY PROVIDE PRESS RELEASE TO INTERESTED 
PARTIES ON REQUEST, BUT SHOULD NOT VOLUNTEER IT TO 
PERUVIAN PRESS IN VIEW OUR INTENTION TO PLAY CAB ORDER 
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